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We have audited the financial statements of this local unit of government and rendered an opinion on financial statements prepared in
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform Reporting Format for
Financial Statements for Counties and Local Units of Government in Michigan by the Michigan Department of Treasury.

We affirm that;
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comments and recommendations
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275 of 1980).
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[:IYes No 7. pension benefits (normal costs) in the current year. If the plan is more than 100% funded and the overfunding
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DYes No 8. The local unit uses credit cards and has not adopted an applicable policy as required by P.A. 266 of 1995
(MCL 129.241).

D Yes No 9. The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 129.85).
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CERTIFIED PUBLIC ACCOUNTANTS INDEPENDENT AUDITOR'S REPORT

The Supervisor and Board of Trustees
Township of Leoni
Jackson County, Michigan

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, the discretely presented component unit, each major fund, and the aggregate
remaining fund information of the Township of Leoni as of and for the year ended June 30, 2005,
which collectively comprise the Township’s basic financial statements as listed in the table of contents.
These financial statements are the responsibility of the Township’s management. Our responsibility is
to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinions.

“In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the governmental activities, the business-type activities, the discretely
presented component unit, each major fund, and the aggregate remaining fund information of the
Township of Leoni as of June 30, 2005, and the respective changes in financial position and cash flows,
where applicable, thereof, for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

The budgetary comparison schedules, as identified in the table of contents, are not a required
part of the basic financial statements but are supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquires of management regarding the methods of

~measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it. The Township of Leoni has not presented the
management’s discussion and analysis that accounting principles generally accepted in the United
States of America has determined is necessary to supplement, although not required to be a part of the
financial statements.

Our audit was conducted for the purpose of forming opinions on the financial that collectively
comprise the Township of Leoni’s basic financial statements. The combining fund financial statements
are presented for purposes of additional analysis and are not a required part of the basic financial
statements. The combining fund financial statements have been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, are fairly presented, in all
material respects, in relation to the basic financial statements taken as a whole. ‘

/OLZW o ﬁ/ﬂédb%/ /)éé,

November 30, 2005
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TOWNSHIP OF LEONI
GOVERNMENT-WIDE -
STATEMENT OF NET ASSETS

Governmental Business-type Component
Activities Activities Total Unit
ASSETS:
Cash and investments $ 513,684 $ 3,436,561 $ 3,950,245 $ 1,062,299
Restricted assets -0- 208,386 208,386 -0-
Receivables 4,316 1,775,545 1,779,861 -0-
Due from other governments 329,075 -0- 329,075 -0-
Internal balances (195,910 195,910 -0- -0-
Due from component unit -0- 66,791 66,79 -0-
Inventory -0- 53,235 53,235 -0-
Unamortized bond discount -0- 18,475 18,475 -0-
Capital assets not being depreciated 71,59 832,892 904,487 -0-
Capital assets being depreciated - net 1,462,308 13,935,047 15,397,355 -0-
Total assets 2,185,068 20,522,842 22,707,910 1,062,299
LIABILITIES:
Accounts payable and accrued
expenses 46,753 55,773 102,526 2,276
Accrued interest payable -0- 4,636 4,636 5,317
Due to other governments -0- -0- -0- 178,508
Due to component unit 10,161 -0- 10,161 -0-
Due to primary government -0- -0- -0- 56,63
Noncurrent liabilities:
Due within one year 54,534 108,391 162,925 40,000
Due in more than one year 184,707 2,255,000 2,439,707 335.000
Total Liabilities 296,155 2,423,800 2,719,955 617,731
NET ASSETS:
Invested in capital assets,
net of related debt 1,533,903 12,427,939 13,961,842 -0-
Restricted:
Street lights 145,401 -0- 145,401 -0-
Drug forfeiture activities 7,568 -0- 7,568 -0-
Perpetual care 6,009 -0- 6,009 -0-
Unrestricted 196,032 5,462,717 5,658,749 444,56
Restricted -0- 208,386 208,386 -0-
Total net assets $ 1,888,913 $18,099,042 $19,987,955 $_ 444,568

June 30, 2005

Primary Government

See accompanying notes to financial statements.




Functions/Programs

PRIMARY GOVERNMENT:

GOVERNMENTAL
ACTIVITIES:
General government
Public Safety
Public works
Community and economic
development
Other
Total governmental
activities

BUSINESS-TYPE
ACTIVITIES:
Sewer
Water
Total business-type
activities
Total primary
government

COMPONENT UNIT:
Community development

TOWNSHIP OF LEONI
GOVERNMENT-WIDE -

STATEMENT OF ACTIVITIES

Year Ended June 30, 2005

Program Revenues

Operating Capital

Charges for Grants and Grants and
Expenses Services Contributions Contributions
$ 581,800 $ 333,117 $ 1,113 $ -0-
1,674,577 122,089 1,110 -0-
154,360 -0- -0- -0-
7,520 -0- -0- -0-
2,850 -0- -0- -0-
2,321,107 455,206 2,223 -0-
1,280,464 1,784,100 -0- 100,200
147,586 179,414 -0- 18,612
1,428,050 1,963,514 -0- 118,812
$_3,749,157 $_2,418,720 $ 2,223 $ 118,812

$___ 46,664 $ -0- § 0 $ 0

GENERAL REVENUES:

Property taxes
State shared revenue

Cable fees

Unrestricted investment earnings
Gain on sale of capital assets

Total general revenues

CHANGES IN NET ASSETS

NET ASSETS - BEGINNING OF YEAR, AS RESTATED
NET ASSETS - END OF YEAR

See accompanying notes to financial statements.



Net (Expense) Revenue
and Changes in Net Assets

Governmental Business-Type Component
Activities Activities Total Unit
($ 247,570) $ -0- (3 247,570) $ -0-
(1,451,378) -0- (1,451,378) -0-
(154,360) -0- (154,360) -0-
(7,520) -0- (7,520) -0-
(2,850) -0- (2,850) -0-
(1,863,678) -0- (1,863,678) -0-
-0- 603,836 603,836 -0-
-0- 50,440 50,440 -0-
-0- 654,276 654,276 -0-
(1,863,678) 654,276 (1,209,402) -0-
-0- -0- -0- (46,664)
1,072,225 -0- 1,072,225 179,042
972,103 -0- 972,103 -0-
58,535 -0- 58,535 -0-
20,451 136,634 157,085 14,261
9.795 -0- 9.795 -0-
2,133,109 136.634 2,269,743 193.303
269,431 790,910 1,060,341 146,639
1,619.482 17,308,132 18,927,614 297,929
$_1,888,913 $18,099,042 $19,987,955 $__ 444,568



TOWNSHIP OF LEONI
BALANCE SHEET -
GOVERNMENTAL FUNDS
June 30, 2005

Other
Non-Major Total
General Fire Governmental Governmental
Fund Fund Funds Funds
ASSETS:
Cash and investments $ 471,876 $ -0- % 23,444 $ 495,320
Receivables:
Others 4,316 -0- -0- 4,316
Due from other governments 329,075 -0- -0- 329,075
Due from other funds 549,529 -0- 4,153 553,682
Total assets $ 1,354,796 $ -0- $ 27,697 $_ 1,382,393
LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts payable $ 34,351 $ 0- $ 421 $ 34,772
Accrued liabilities 31,973 -0- -0- 31,973
Due to other funds 139,153 -0- 4,215 143,368
Due to component unit 10,161 -0- -0- 10,161
Total liabilities 215,638 -0- 4,636 220,274
Fund balances:
Reserved for:
Street lighting 145,401 -0- -0- 145,401
Public Safety -0- -0- 7,568 7,568
Perpetual care -0- -0- 6,009 6,009
Unreserved reported in:
Major Funds 993,757 -0- -0- 993,757
Non-major permanent fund -0- -0- 9.384 9,384
Total fund balances 1,139,158 -0- 22,961 1,162,119
Total liabilities and
fund balances $ 1,354,796 $ -0- $ 27,697 $_ 1,382,393

See accompanying notes to financial statements.



TOWNSHIP OF LEONI
RECONCILIATION OF FUND BALANCES ON THE
BALANCE SHEET FOR GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS -
GOVERNMENTAL FUNDS
June 30, 2005

Fund balances - total Governmental funds

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are
not financial resources and are not reported in the funds.

Add - capital assets
Deduct - accumulated depreciation

Certain liabilities, such as compensated absences, are not
due and payable in the current period and therefore are not
reported in the funds.

Deduct - compensated absences

Net assets of governmental activities

See accompanying notes to financial statements.

$ 1,162,119

1,690,234
(744,191)

(219.249)

$_1,888,913



TOWNSHIP OF LEONI
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS
Year Ended June 30, 2005

Other
Non-Major Total
General Fire Governmental Governmental
Fund Fund Funds Funds
REVENUES:
Taxes and special assessments $ 529,811 $§ 801,815 $ -0-  $ 1,331,626
Licenses and permits 167,673 -0- -0- 167,673
Intergovernmental 981,669 -0- -0- 981,669
Charges for services 20,296 11,218 6,00 37,514
Fines and forfeitures 21,333 -0- 12,589 33,922
Interest 20,148 -0- 303 20,451
Other revenues 5,832 2,05 -0- 7.890
Total revenues 1,746,762 815,091 18,892 2,580,745
EXPENDITURES:
General government 554,756 -0- 7,952 562,708
Public safety 490,801 1,041,578 5,021 1,537,400
Public works 154,360 -0- -0- 154,360
Community and economic development 7,520 -0- -0- 7,520
Recreation 2,850 -0- -0- 2,850
Total expenditures 1,210,287 _1,041.57 12,97 2,264,838
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 536,475 (226,487) 5,919 315,907
OTHER FINANCING SOURCES
(USES):
Operating transfers in -0- 226,487 -0- 226,487
Operating transfers (out) (226,487) -0- -0- (226,487)
Proceeds from sale of capital assets 9.795 -0- -0- 9,795
Total other financing
sources (uses) (216.692) 226,487 -0- 9.795
EXCESS OF REVENUES AND
OTHER SOURCES OVER
EXPENDITURES AND
OTHER USES 319,783 -0- 5,919 325,702
FUND BALANCES -
BEGINNING OF YEAR,
AS RESTATED 819,375 -0- 17,042 836,417
FUND BALANCES -
END OF YEAR $ 1,139,158 $ -0- % 22,961 $ 1,162,119

See accompanying notes to financial statements.



TOWNSHIP OF LEONI
RECONCILIATION OF STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
June 30, 2005

Net change in fund balance - total Governmental funds $ 325,702

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlays as expenditures.
However in the statement of activities, the cost of those assets
is allocated over their estimated useful lives as depreciation

expense.
Add - capital outlay 11,045
Deduct - depreciation expense (58,301)

Some expenses reported in the statement of activities do not
require the use of current financial resources and therefore are
not reported as expenditures in the funds.

Less - net increase in the accrual for compensated absences (9.015)
Changes in net assets of governmental activities $_ 269,431

See accompanying notes to financial statements.



TOWNSHIP OF LEONI

STATEMENT OF NET ASSETS -

PROPRIETARY FUNDS
June 30, 2005

ASSETS:

Current assets:
Cash and investments
Restricted assets
Receivables:
Accrued interest
Usage fees
Assessments, current
Due from other funds
Due from component unit
Inventories
Unamortized bond discount

Total current assets

Noncurrent assets:
Assessments receivable - net of current
Capital assets not being depreciated
Capital assets being depreciated - net

Total noncurrent assets
Total assets

LIABILITIES AND NET ASSETS:

Current liabilities:
Accounts payable
Accrued liabilities
Compensated absences - due within
one year
Due to other funds
Due to component unit
Accrued interest payable
Revenue bonds payable - current

Total current liabilities

Noncurrent liabilities:
Revenue bonds payable - net of current

Total Liabilities

Net assets:
Invested in capital assets - net of
related debt
Unrestricted

Restricted

Total net assets

Total liabilities and net assets

Business-Type Activities Governmental

Enterprise Funds Activities

Sewer Water Internal
Fund Fund Total Service Fund
$ 3,024,667 $ 411,894 $ 3,436,561 $ 18,364
208,386 -0- 208,386 -0-
50,686 15,838 66,524 -0-
234,836 20,209 255,045 -0-
130,241 32,872 163,113 -0-
34,944 164,575 199,519 4,215

-0- 153,824 153,824 -0-

53,23 -0- 53,235 -0-
18,475 -0- 18,475 -0-
3,755,470 799.212 4.554.682 22.579
1,078,397 212,466 1,290,863 -0-
473,028 359,864 832,892 -0-

12,424,533 1,510,514 13,935,047 587,86
13,975,958 2,082,844 16,058,802 587,860
$17,731,428 $ 2,882,056 $20,613,484 $_ 610,439
43,404 6,693 50,097 -0-
5,122 554 5,676 -0-
21,388 2,003 23,391 -0-
3,609 -0- 3,609 610,439
87,033 -0- 87,033 -0-
4,636 -0- 4,636 -0-
85.000 -0- 85,000 -0-
250,192 9,25 259,442 610,439
2.255.000 -0- 2.255.000 -0-
2,505,192 9,250 2,514,442 610,439
10,557,561 1,870,378 12,427,939 -0-
4,460,289 1,002,428 5,462,717 -0-
208,386 -0- 208,386 -0-
15,226,236 2,872,806 18,099,042 -0-
$17,731,428 $ 2,882,056 $20,613,484 $ 610,439

See accompanying notes to financial statements.



TOWNSHIP OF LEONI
STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN FUND NET ASSETS -
PROPRIETARY FUNDS
Year Ended June 30, 2005

Business-Type Activities Governmental
Enterprise Funds Activities
Sewer Water Internal
Fund Fund Total Service Fund
OPERATING REVENUES:
Charges for service $1,779,900 $ 179,414 $ 1,959,314 $ 72,359
Other revenues 4,200 -0- 4,200 -0-
Total operating revenues 1,784,100 179,414 1,963,514 72,359
OPERATING EXPENSES:
Wastewater collection 404,750 -0- 404,750 -0-
Wastewater treatment 401,650 -0- 401,650 -0-
Septage services 42,362 -0- 42,362 -0-
Water distribution -0- 96,23 96,230 -0-
Depreciation 327,891 51,356 379,247 82,62
Total operating expenses 1,176,653 147,586 1,324,239 82,623
OPERATING INCOME 607,447 31,828 639,275 (10,264)
NON-OPERATING REVENUES
(EXPENSES):
Connection fees 100,200 18,612 118,812 -0-
Interest revenue 109,075 27,5659 136,634 6
Gain on sale of capital assets -0- -0- -0- 9,795
Interest expense and fiscal charges (103.811) -0- (103,811) -0-
Total non-operating revenues
(expenses) 105,464 46,171 151,635 10,264
CHANGES IN NET ASSETS 712,911 77,999 790,910 -0-
NET ASSETS, BEGINNING
OF YEAR, AS RESTATED 14,513,325 2,794,807 17,308,132 -0-
NET ASSETS, END OF YEAR $15,226,236 $ 2,872,806 $18,099,042 $ -0-

See accompanying notes to financial statements.



CASH FLOWS FROM OPERATING
ACTIVITIES:
Cash received from customers
Cash received from interfund
services
Cash payments to employees
Cash payments to suppliers
Net cash provided (used) by
operating activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Connections
Construction/acquisition of
capital assets
Proceeds from sale of capital assets
Principal paid on long-term debt
Interest paid on long-term debt
Net cash provided (used) by
capital and related
financing activities

CASH FLOWS FROM INVESTING
ACTIVITIES:
Purchase of investments
Interest income
Net cash provided (used) by
investing activities

INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS -
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS -
END OF YEAR

STATEMENT OF NET ASSETS
CLASSIFICATION OF CASH AND
CASH EQUIVALENTS:

Cash and investments
Restricted assets
Less: investments with original

maturity in excess of three months

Total

TOWNSHIP OF LEONI
STATEMENT OF CASH FLOWS -
PROPRIETARY FUNDS
Year Ended June 30, 2005

Business-Type Activities Governmental
Enterprise Funds Activities
Sewer Water Internal

Fund Fund Total Service Fund

$ 2,077,938 $ 239,248 $ 2,317,186 $ -0-
6,231 -0- 6,231 -0-
(326,798) (35,993) (362,791) -0-
(492,483) (51,997) (544,480) -0-
1,264,888 151,258 1,416,146 -0-
100,200 18,612 118,812 -0-
(63,883) (340,386) (404,269) -0-

-0- -0- -0- 9,795
(335,000 -0- (335,000 -0-
(104.,300) -0- (104,300) -0-
(402,983) (321,774) (724.,757) 9,795
(110,777) -0- (110,777) -0-
58,389 11,721 70,110 469
(52,388) 11,721 (40,667) 469
809,517 (158,795) 650,722 10,264
1,090,631 570,689 1,661,320 8,100
$.1,900,148 $_ 411,894 $ 2,312,042 $__ 18,364
$ 3,024,667 $ 411,894 $ 3,436,561 $ 18,364
208,386 -0- 208,386 -0-
(1,332,905) -0- (1,332,905) -0-
$_1,900,148 $ 411,894 $ 2,312,042 $ 18,364

See accompanying notes to financial statements.
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TOWNSHIP OF LEONI
STATEMENT OF CASH FLOWS (Concluded)
PROPRIETARY FUNDS
Year Ended June 30, 2005

Business-Type Activities Governmental
Enterprise Funds Activities
Sewer Water Internal
Fund Fund Total Service Fund
RECONCILIATION OF OPERATING
INCOME (LOSS) TO NET CASH
PROVIDED BY (USED IN)
OPERATING ACTIVITIES:
Operating income (loss) $ 607,442 $ 31,828 $§ 639,270 ($ 10,264)
Adjustment to reconcile operating
income (loss) to net cash provided
by (used for) operating activities:
Depreciation 327,891 51,356 379,247 82,624
Amortization 3,700 -0- 3,700 -0-
Changes in assets and liabilities:
Receivables 293,838 77,318 371,156 -0-
Due from other funds 6,231 (17,484) (11,253) (2,107
Inventories (3,232) -0- (3,232) -0-
Accounts payable and
accrued expenses 18,499 6,340 24,839 -0-
Due to other funds 10,519 1,900 12,419 (70,253
Net cash provided (used) by
operating activities $ 1,264,888 $_ 151,258 $_1,416,146 3 -0-

See accompanying notes to financial statements.
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TOWNSHIP OF LEONI
STATEMENT OF NET ASSETS -
FIDUCIARY FUND
June 30, 2005

ASSETS:
Cash and cash equivalents

Total assets

LIABILITIES:
Due to other Governments

Total liabilities

See accompanying notes to financial statements.
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TOWNSHIP OF LEONI
STATEMENT OF NET ASSETS AND
GOVERNMENTAL FUND BALANCE SHEET -
DOWNTOWN DEVELOPMENT AUTHORITY COMPONENT UNIT
June 30, 2005

Downtown
Development
Authority
Governmental
Fund Type
General Fund
ASSETS:
Cash and investments $ 1,062,299
Total assets $_1,062,299
LIABILITIES:
Accounts payable $ 2,276
Due to primary government 56,630
Due to other governments 178,508
Total liabilities 237,414
Fund balance:
Unreserved 824,885
Total liabilities and fund balance $_1,062,299

See accompanying notes to financial statements.
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TOWNSHIP OF LEONI
RECONCILIATION OF FUND BALANCES ON THE
BALANCE SHEET FOR GOVERNMENTAL FUNDS -
DOWNTOWN DEVELOPMENT AUTHORITY COMPONENT UNIT
June 30, 2005

Fund balances - total discretely presented component unit $ 824,885

Amounts reported for component unit in the
statement of net assets are different because:

Long-term liabilities not due and payable in the current
period and are not reported in the component unit:

Bonds payable (375,000)

Accrued interest payable is not included as a liability
in the component unit (5,317)
Net assets of component unit $_ 444,568

See accompanying notes to financial statements.
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TOWNSHIP OF LEONI
STATEMENT OF ACTIVITIES AND GOVERNMENTAL FUND

REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE -

DOWNTOWN DEVELOPMENT AUTHORITY COMPONENT UNIT
Year Ended June 30, 2005

REVENUES:
Taxes
Interest income
Total revenues

EXPENDITURES:
Community development
Debt service

Total expenditures

EXCESS OF REVENUES
AND OTHER SOURCES
OVER EXPENDITURES
AND OTHER USES

FUND BALANCE -
BEGINNING OF YEAR

FUND BALANCE -
END OF YEAR

See accompanying notes to financial statements.
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Downtown
Development
Authority

Governmental
Fund Type

General Fund

$ 179,042
14,261
193.303

13,244

74,069

87,313

105,990

718,895

$__ 824,885



TOWNSHIP OF LEONI
RECONCILIATION OF STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF
DISCRETELY PRESENTED COMPONENT UNIT
TO THE STATEMENT OF ACTIVITIES
June 30, 2005

Net change in fund balance - total component unit $ 105,990

Amounts reported for governmental activities in the
statement of activities are different because:

Interest expense is reported in the statement of activities
when incurred; it is not reported in the component unit
governmental funds until paid 649

Repayment of note/bond principal is an expenditure in the
governmental funds, but not in the statement of activities

(where it reduces long-term debt) 40,000
Changes in net assets of governmental activities $_ 146,639

See accompanying notes to financial statements.
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies of the Township of Leoni (Township) conform to accounting
principles generally accepted in the United States of America (GAAP) as applicable to
governmental units. The following is a summary of the significant accounting policies used

by the Township of Leoni.

Reporting Entity

The Township of Leoni is governed by an elected seven-member board. The
accompanying financial statements present the government and its component unit, an
entity for which the government is considered to be financially accountable. The
discretely presented component unit is reported in a separate column in the
government-wide financial statements to emphasize that it is legally separate from the
government (see discussion below for description).

Downtown Development Authority

The Downtown Development Authority of the Township of Leoni (D.D.A.) was established
as a legally separate entity and is governed by a nine (9) member board appointed by the
Township of Leoni. This authority was established to finance improvements to the
Township’s water supply system serving the downtown development district. The
revenues of this authority consist of captured real property taxes within the district over
the initial assessed value of the same property (assessed value at the time of the D.D.A.’s
creation, multiplied by the millage rate of all applicable units of government). The
disbursements of the authority are to pay bond principal and interest, plan and
administrative expenses.

There are no separately issued financial statements for the component unit.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the
statement of activities) report information on all of the nonfiduciary activities of the
primary government and its component units. For the most part, the effect of interfund
activity has been removed from these statements. Governmental activities, normally
supported by taxes and intergovernmental revenues, are reported separately from
business-type activities, which rely to a significant extent on fees and charges for support.
Likewise, the primary government is reported separately from a legally separate
component unit for which the primary government is financially accountable.
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Government-wide and Fund Financial Statements (Continued)

The statement of activities demonstrates the degree to which the direct expenses of a
given function or segment are offset by program revenues. Direct expenses are those that
are clearly identifiable with a specific function or segment. Program revenues include: (1)
charges to customers or applicants who purchase, use, or directly benefit from goods,
services, or privileges provided by a given function or segment; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a
particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds, proprietary funds,
and fiduciary funds, even though the latter are excluded from the government-wide
financial statements. Major individual governmental funds and major individual
enterprise funds are reported as separate columns in the fund financial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting as are the proprietary funds,
fiduciary fund, and component units financial statements. Revenue is recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of
related cash flows. Property taxes are recognized as revenue in the year for which they
are levied. Grants and similar items are recognized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting. Revenue is
recognized as soon as it is both measurable and available. Revenue is considered to be
available if it is collected within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the Township considers revenues to be
available if they are collected within 60 days of the end of the current fiscal period. The
following major revenue sources meet the availability criterion: state-shared revenue,
district court fines, and interest associated with the current fiscal period. Only the
portion of special assessments receivable due within the current fiscal period is
considered to be susceptible to accrual as revenue of the current period. All other
revenue items are considered to be available only when cash is received by the Township.

Expenditures generally are recorded when a liability is incurred, as under accrual

accounting. However, debt service expenditures, expenditures relating to compensated
absences, and claims and judgments are recorded only when payment is due.
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

The Township reports the following major governmental funds:

General Fund - The General Fund is the Township’s primary operating fund. It
accounts for all financial resources except those required to be accounted for in
another fund. General Fund activities are financed by revenue from general property
taxes and state-shared revenue.

Fire Fund - The Fire Fund is used to account for the use of property taxes received
under a specially voted millage.

The Township reports the following major proprietary funds:

Sewer Fund - The Sewer Fund is used to account for the results of operations for
providing sewer service to the citizens and businesses of the Township. The primary
revenues are generated through user charges from those requesting sewer service.

Water Fund - The Water Fund is used to account for the results of operations for
providing water service to the citizens and businesses of the Township. The fund’s
primary revenues are generated through user charges from those requesting water
service.

Additionally, the Township reports the following fund types:

Internal Service Fund - The Internal Service Fund accounts for fleet and equipment
management to other departments of the government on a cost reimbursement basis.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds
of earmarked revenue or financing activities requiring separate accounting because of
legal or regulatory provisions.

Permanent Fund - The Permanent Fund accounts for resources that are legally
restricted to the extent that only earnings, not principal, may be used for perpetual
care of cemetery lots.

Agency Funds - The Agency Funds account for assets held by the Township in a
trustee capacity or as an agent for individuals, organizations, and other governments.
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus, Basis of Accounting, and Financial Statement Presentation (Continued)

Private-sector standards of accounting issued prior to December 1, 1989, are generally
followed in both the government-wide and proprietary fund financial statements to the
extent that those standards do not conflict with or contradict guidance of the
Governmental Accounting Standards Board. Governments also have the option of
following subsequent private-sector guidance for their business-type activities and
enterprise funds, subject to this same limitation. The Township has elected not to follow
private-sector standards issued after November 30, 1989 for its business-type activities.

As a general rule, the effect of interfund activity has been eliminated from the
government-wide financial statements. Exceptions to this general rule are charges
between the Township’s sewer and water function and various other functions of the
government. Elimination of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

Amounts reported as program revenue include: (1) charges to customers or applicants for
goods, services or privileges provided; (2) operating grants and contributions; and (3)
capital grants and contributions, including special assessments. Internally dedicated
resources are reported as general revenue rather than as program revenue. Likewise,
general revenue includes all taxes.

Proprietary funds distinguish operating revenue and expenses from nonoperating items.
Operating revenue and expenses generally result from providing services and producing
and delivering foods in connection with a proprietary fund’s principal ongoing operations.
The principal operating revenue of our proprietary funds and the internal service fund
relate to charges to customers for sales and services. The sewer and water fund also
recognizes the portion of tap fees intended to recover current costs (e.g., labor and
materials to hook up new customers) as operating revenue. The portion intended to
recover the cost of the infrastructure is recognized as nonoperating revenue. Operating
expenses for proprietary funds include the cost of sales and services, administrative
expenses, and depreciation on capital assets. All revenue and expenses not meeting this
definition are reported as nonoperating revenue and expenses.

When both restricted and unrestricted resources are available for use, it 1s the

Township’s policy to use restricted resources first, then unrestricted resources as they are
needed.
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property Tax Revenue

Property taxes are levied on each December 1 on the taxable valuation of property as of
the preceding December 31. Taxes are considered delinquent on March 1 of the following
year, at which time they are added to the county tax rolls.

The Township’s 2004 tax is levied and collectible on December 1, 2004, and is recognized
as revenue in the year ended June 30, 2005, when the proceeds of the levy are budgeted
and available for the financing of operations.

The 2004 taxable valuation of the Township totaled approximately $337,242,000 on
which ad valorem taxes levied consisted of .779 mills for operating purposes and 2.419
mills for Fire. This resulted in $253,867 for operating, $788,325 for Fire, and $32,308 for
the Township’s component unit. These amounts are recognized in the General Fund,
Special Revenue Fund and discrete component units financial statements as tax revenue
(net of reductions for delinquent amounts and prior year tax tribunal changes).

Assets, Liabilities, and Net Assets or Equity

Cash and Investments - Cash and cash equivalents include cash on hand, demand
deposits, and short-term investments with a maturity of three months or less when
acquired. Investments are stated at fair value.

Receivables and Payables - In general, outstanding balances between funds are reported
as “due to/from other funds.” Activity between funds that are representative of
lending/borrowing arrangements outstanding at the end of the year is referred to as
“advances to/from other funds.” Any residual balances outstanding between the
governmental activities and the business-type activities are reported in the
government-wide financial statements as “internal balances.” All trade and property tax
receivables are considered to be fully collectible.

Inventories - Proprietary fund inventories are valued at cost using the first-in/first-out
(FIFO) method. The costs of governmental fund-type inventories are recorded as
expenditures when purchased.

Capital Assets - Capital assets, which include property, plant, and equipment, are
reported in the applicable governmental or business-type activities column in the
government-wide financial statements. Capital assets are defined by the Township as
assets with an initial individual cost of more than $1,000 and an estimated useful life in
excess of one year. Such assets are recorded at historical cost or estimated historical cost
if purchased or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation.
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilities, and Net Assets or Equity (Continued)

Property, plant and equipment are depreciated using the straight-line method over the
following useful lives:

Buildings and improvements 25 to 50 years
Sewer and water transportation lines 50 to 60 years
Furnishings and equipment 5 to 30 years
Vehicles 3 to 30 years

Compensated Absences - It is the Township’s policy to permit eligible employees to
accumulate earned but unused vacation and sick pay benefits. Vacation and sick pay is
accrued when incurred in the government-wide and proprietary fund financial
statements. A liability for these amounts is reported in governmental funds only for
employee terminations as of year end.

Long-term Obligations - In the government-wide financial statements, and proprietary
fund types in the fund financial statements, long-term debt and other long-term
obligations are reported as liabilities in the applicable governmental activities,
business-type activities, or proprietary fund type statement of net assets. Bond
premiums and discounts, as well as issuance costs, are deferred and amortized over the
life of the bonds using the effective interest method. Bonds payable are reported net of
the applicable bond premium or discount. Bond issuance costs are reported as deferred
charges and amortized over the term of the related debt. In the fund financial
statements, governmental fund types recognize bond premiums and discounts, as well as
bond issuance costs, during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported
as other financing sources while discounts on debt issuances are reported as other
financing uses. Issuance costs, whether or not withheld from the actual debt proceeds
received, are reported as debt service expenditures.

Fund Equity - In the fund financial statements, governmental funds report reservations
of fund balance for amounts that are not available for appropriation or are legally
restricted by outside parties for use for a specific purpose. Designations of fund balance
represent tentative management plans that are subject to change.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenue and expenses during the period. Actual results could
differ from those estimates.
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

2. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Budgetary Information

Annual budgets are adopted on a basis consistent with generally accepted accounting
principles for the General and all Special Revenue Funds. All annual appropriations
lapse at year end. Public hearings are held, and a final budget is adopted no later than
July 1. The Township Board must approve any budget amendments.

The budget document presents information by fund, function, department, and line items.
The legal level of budgetary control is the department level.

The government does not utilize encumbrance accounting.

Construction Code Fees

The Township oversees building construction, in accordance with the State’s Construction
Code Act, including inspection of building construction and renovation to ensure
compliance with the building codes. The Township charges fees for these services.
Beginning January 1, 2000, the law requires that collection of these fees be used only for
construction costs. A summary of the current year activity is as follows:

Current year building permit revenue $ 98,056
Less total construction code expenses (135,729)
Shortfall at June 30, 2005 ($ 37,673)

3. DEPOSITS AND INVESTMENTS

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) authorizes
local governmental units to make deposits and invest in the accounts of federally insured
banks, credit unions, and savings and loan associations that have offices in Michigan. The
local unit is allowed to invest in bonds, securities and other direct obligations of the United
States or any agency or instrumentality of the United States; repurchase agreements;
bankers’ acceptances of United States banks; commercial paper rated within the two highest
classifications, which matures not more than 270 days after the date of purchase;
obligations of the State of Michigan or its political subdivisions which are rated as
investment grade; and mutual funds composed of investment vehicles which are legal for
direct investment by local units of government in Michigan.
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

3. DEPOSITS AND INVESTMENTS (Continued)

The Township’s cash and investments are subject to several types of risk, which are
examined in more detail below:

Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Township’s
deposits may not be returned to it. The Township does not have a deposit policy for
custodial credit risk. At year end, the Township and its component unit had $3,852,375
and $1,029,074 of bank deposits (certificates of deposit, checking and savings accounts),
respectively, of which $300,000 and $223,104 were covered by federal depository
insurance, respectively, and the remainder was uninsured and uncollateralized. The
Township believes that due to the dollar amounts of cash deposits and the limits of FDIC
insurance, it is impractical to insure all deposits. As a result, the Township evaluates
each financial institution with which it deposits funds and assesses the level of risk of
each institution; only those institutions with an acceptable estimated risk level are used
as depositories.

Credit Risk
State law limits investments in commercial paper to the top two ratings issued by
nationally recognized statistical rating organizations. The Township has no investment
policy that would further limit its investment choices. As of year end, the credit quality
ratings of debt securities (other than the U.S. government) are as follows:

Investment Fair Value Rating

Primary government:
Bank Investment Pool - Comerica $ 313,217 N/A

Component unit - Bank Investment
Pool - Comerica 31,115 N/A

4. RESTRICTED ASSETS
Restricted assets at June 30, 2005, consist of cash totaling $208,386. The assets are

restricted for the purposes of servicing debt. Net assets have been reserved for an amount
equal to the restricted assets.
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

5. CAPITAL ASSETS
Capital asset activity for the year ended June 30, 2005, was as follows:

Balance Disposals and Balance
July 1, 2004 Additions Adjustments dJune 30, 2005

Governmental Activities:
Capital assets not being

depreciated:
Land $ 71,595 $ -0- $ -0- $ 71,595
Capital assets being depreciated:
Land improvements 167,810 -0- -0- 167,810
Buildings 767,900 -0- -0- 767,900
Machinery and equipment 671,884 11,04 -0- 682,929
Vehicles 1,530,562 -0- (20,479 1,510,083
Total capital assets being
depreciated 3,138,156 11,045 (20,479) 3,128,722
Less: accumulated depreciation:
Land improvements (63,768) (3,356) -0- (67,124)
Buildings (279,766) (15,437) -0- (295,203)
Machinery and equipment (342,356) (39,508) -0- (381,864)
Vehicles (860,078) (82,624) 20,479 (922,223)
Total accumulated
depreciation (1,545,968) (140,925) 20,479 (1.666.,414)
Total capital assets being
depreciated - net 1,592,188 (129.880) -0- 1,462,308
Total capital assets - net $ 1,663,783 ($__129,880) $ -0- $_ 1,533,903
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

5. CAPITAL ASSETS (Continued)
Balance Disposals and Balance
July 1, 2004 Additions Adjustments June 30, 2005

Business-type Activities:
Capital assets not being

depreciated:
Land $ 458,604 $ -0- $ -0- $ 458,604
Construction in progress -0- 374,288 -0- 374,288
Total capital assets not
being depreciated 458,604 374,288 -0- 832,892
Capital assets being depreciated:
Buildings and systems 19,874,016 23,148 -0- 19,897,164
Machinery and equipment 570,925 6,833 -0- 577,758
Total capital assets being
depreciated 20,444,941 29,981 -0- 20,474,922
Less: accumulated depreciation:
Buildings and systems (5,868,862) (340,966) -0- (6,209,828)
Machinery and equipment (291,766) (38.281) -0- (330,047)
Total accumulated
depreciation (6,160,628) (379,247) -0- (6,539.875)
Total capital assets being
depreciated - net 14,284,313 (349,266) -0- 13,935,047
Total capital assets - net $14,742,917 $ 25,022 -0- $14,767,939

Depreciation expense was charged to functions/programs of the primary government as
follows:

Governmental activities:
General government $ 26,372
Public Safety 31,929
Capital assets held by the government’s internal
service fund are charged to the various functions

based on their usage of the assets 82,624
Total governmental activities $_ 140,925

Business-type activities:
Sewer Fund $ 327,891
Water Fund 51,356
Total business-type activities $_ 379,247
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

6. INTERFUND RECEIVABLES, PAYABLES AND TRANSFERS

The composition of interfund balances as of June 30, 2005, is as follows:

Receivable Fund Payable Fund Amount
General Fund Internal Service Fund $ 549,529
Cemetery Fund General Fund 4,153
Sewer Fund General Fund 5,000

Internal Service Fund 29,944

Total Sewer Fund 34,944

Water Fund General Fund 130,000
Sewer Fund 3,609

Internal Service Fund 30,966

Total Water Fund 164,575

Internal Service Fund Cemetery Fund 4,215
Total $_ 757,416

These balances result from the time lag between the dates that goods and services are
provided or reimbursable expenditures occur, transactions recorded in the accounting
system, and payments between funds are made.

For the year ended June 30, 2005, interfund transfers of $226,487 were made from the

General Fund to the Fire Special Revenue fund. Transfers are used to fund various
programs accounted for in other funds in accordance with budgetary authorizations.
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7. LONG-TERM DEBT

Revenue Bonds.

TOWNSHIP OF LEONI

NOTES TO FINANCIAL STATEMENTS

June 30, 2005

acquired or constructed assets to pay debt service.

Long-term obligation activity can be summarized as follows:

Primary Government:
Governmental activities:
Compensated absences
Total governmental
activities

Business-type activities:
Compensated absences

Revenue bonds 1993
sewer bonds, amount of
issue $1,710,000, maturity
through 2014

Revenue bonds 2000
sewer bonds, amount of
issue $2,465,000, maturity
through 2010
Total business-type
activities

Component Unit:
Revenue bonds 1987 water
bonds, amount of issue
$750,000, maturity
through 2011

Total component unit

The government issues bonds where it pledges income derived from the

Interest  Principal
Rate Maturity Beginning Ending Due Within
Ranges Ranges Balance Additions Reductions Balance One Year
$_210,234 $_ 72,986 ($_ 43,979) $_239,241 $_ 54,534
$ 210,234 $_ 72,986 ($_ 43,979 $_ 239,241 $_ 54,534
$ 23,391 $ 23,391 ($ 23,391) $ 23,391 $§ 23,391
2.00% $ 70,000 1,025,000 -0- (85,000) 940,000 85,000
4.50% - 165,000 -
5.20% - 300,000 1,650,000 -0- (250.000) 1,400.000 -0-
$2,698,391 $_ 23,391 ($_358,391) $2,363,391 $_ 108,391
6.00% - 10,000 -
8.625% 65,000 $_415.000 $ -0- ($__40.000) $_375,000 $_ 40,000
$ 415,000 $ -0- ($__40,000) $_375,000 $__ 40,000

For the governmental activities, compensated absences are liquidated by the general fund or
the fire special revenue fund (for firefighters).
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

7. LONG-TERM DEBT (Continued)

Revenue bond debt service requirements to maturity are as follows:

Year Ending Business-type Activities Component Unit
June 30 Principal Interest Principal Interest
2006 $ 85,000 $ 53,950 3 40,000 $ 30,619
2007 335,000 81,938 45,000 26,953
2008 365,000 66,793 50,000 22,856
2009 365,000 50,831 55,000 18,328
2010 395,000 34,175 60,000 13,369
2011-2015 795,000 33.050 125,000 10,997

$_2,340,000 $__ 320,737 $__ 375,000 $__ 123,122

8. RISK MANAGEMENT

The Township is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
During the year ended June 30, 2005, the Township carried commercial insurance to cover
all risks of losses. The Township has had no settled claims resulting from these risks that
exceeded their commercial coverage in any of the past three fiscal years.

9. SUBSEQUENT EVENT/CONTINGENT LIABILITIES

Subsequent to the year ended June 30, 2005, the Township and the State of Michigan
Department of Environmental Quality (DEQ) entered negotiation to determine the amount
of penalties the Township may owe the State of Michigan for numerous violations at its
wastewater treatment plant. This amount cannot be reasonably estimated and no provision
for future liability, if any, has been provided in these financial statements.
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TOWNSHIP OF LEONI
NOTES TO FINANCIAL STATEMENTS
June 30, 2005

10. OTHER POST-EMPLOYMENT BENEFITS

The Township provides post-employment health care and dental insurance to eligible
retirees and their spouses. The benefits are provided in accordance with Township
ordinances, resolutions, and collective bargaining agreement. During the fiscal year, four
(4) retirees were eligible for the post-employment health care and dental insurance benefits
at a cost of $13,756; these expenditures are recognized as the insurance premiums become
due. The Township’s policy is to finance these benefits on a pay-as-you-go basis. For those
employees who terminate and are not eligible retirees (normal or disability), health care and
dental insurance benefits continue for 30 days after termination. At that time the former
employee has continuation rights to health care and dental insurance coverage under
COBRA law of 1985.

11. EMPLOYEE RETIREMENT SYSTEM AND PLAN

Plan Description

The Township’s defined benefit pension plan provides retirement and disability benefits,
annual cost-of-living adjustments, and death benefits to plan members and beneficiaries.
The Township participates in the Michigan Municipal Employees’ Retirement System of
Michigan (MERS), an agent multiple-employer plan administered by the Retirement
Board of MERS. The MERS retirement Board establishes and amends the benefit
provisions of the participants in MERS. The Municipal Employees Retirement System of
Michigan issues a publicly available financial report that includes financial statements
and required supplementary information for MERS. That report may be obtained by
writing to the Michigan Employees Retirement System of Michigan, 1134 Municipal Way,
Lansing, Michigan 48917, or by calling (800) 767-6377.

Funding Policy

The Township is required to contribute at an actuarially determined rate; the current
rate is 8.12% for union employees and 5.60% for non-union employees of annual covered
payroll. Township employees are required to contribute 7.5% of their annual covered
payroll. The contribution requirements of the Township are established and may be
amended by the Retirement Board of MERS. The contribution requirements of plan
members are established and may be amended by the Township, depending on the MERS
contribution program adopted by the Township.
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11. EMPLOYEE RETIREMENT SYSTEM AND PLAN (Continued)

Annual Pension Costs

For year ended June 30, 2005, the Township’s annual pension cost of $88,920 for the
MERS was equal to the Township’s required and actual contribution. The required
contribution was determined as part of the December 31, 2002 actuarial valuation using
the entry age actuarial cost method. The actuarial assumptions included (a) a rate of
return on the investment of present and future assets of 8.0%, (b) projected salary
increases of 4.5% per year compounded annually, attributable to inflation, and (c)
additional projected salary increases of 4.5% per year, depending on age, attributable to
seniority/merit. The actuarial value of MERS assets was determined on the basis of a
valuation method that assumes the fund earns the expected rate of return, and includes
an adjustment to reflect fair value. The Township’s unfunded actuarial accrued liability
1s being amortized as a level percentage of projected payroll on an open basis. The
remaining amortization period is 30 years.

Three-Year Trend Information

Annual Percentage Net
Year Pension of APC Pension
Ending Cost (APC) Contributed Obligation
6/30/03 $ 78,629 100% $ -0-
6/30/04 89,018 100% -0-
6/30/05 88,920 100% -0-

Schedule of Funding Progress

Actuarial UAAL as of

Actuarial Accrued Unfunded % of

Actuarial  Value of Liability (AAL) AAL Funded Covered Covered

Valuation Assets - Entry Age (UAAL) Ratio Payroll Payroll

Date (a) (b) (b -a) (a/b) (c) ((b-a)/c)
12/31/02 $ 2,916,960 $ 3,348,967 $ 432,007 87% $ 1,532,524 28%
12/31/03 3,304,656 3,877,819 573,163 85% 1,606,000 36%
12/31/04 3,620,259 4,391,339 771,080 82% 1,373,711 56%
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12. PRIOR PERIOD ADJUSTMENTS

The following prior period adjustments were made:

Governmental  Business-Type
Activities Activities

Equity at June 30, 2004, as previously

reported $ 1,443,210 $17,234,656
Effect of recognizing State Shared Revenue 164,862 -0-
Effect of recognizing unbilled receivables

and receipts at year end -0- 100,607
Effect of reclassifying business-type

Liabilities from governmental activities 23,391 (23,391)
Effect of recognizing additional accrued

liabilities (11,981) (3,740)
Equity - restated at June 30, 2005 $ 1,619,482 $17,308,132

Fund balance at June 30, 2004, as previously

General Fund

reported $ 686,486
Effect of recognizing State Shared Revenue 164,862
Effect of recognizing additional accrued

liabilities (31,973)
Fund balance - restated at June 30, 2005 $_ 819,375

-32-



REQUIRED SUPPLEMENTAL INFORMATION



TOWNSHIP OF LEONI

BUDGETARY COMPARISON SCHEDULE -

REVENUES:
Taxes and special assessments
Licenses and permits
Intergovernmental
Charges for services
Fines and forfeitures
Interest
Other revenues

Total revenues

EXPENDITURES:

General government:
Township board
Township supervisor
Assessor
Township clerk - elections
Board of review
Township clerk
Township treasurer
Township hall and grounds

Public safety:

Police
Inspection

Public works:

Street lighting
Highways and streets
Water hydrants

Community and economic
development

Recreation

Total expenditures

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES
(USES):
Operating transfers out
Proceeds from sale of capital assets
Total other financing

sources (uses)

EXCESS OF REVENUES AND
OTHER SOURCES OVER
(UNDER) EXPENDITURES

AND OTHER USES

FUND BALANCES -
BEGINNING OF YEAR,

AS RESTATED

FUND BALANCES -
END OF YEAR

GENERAL FUND
Year Ended June 30, 2005
Actual

_ Budget _ Over (under)
Original Final Actual Final Budget
$ 485,915 $ 502,733 $ 529,811 $ 27,078
158,200 158,200 167,673 9,473
972,496 972,496 981,669 9,173
30,050 20,650 20,296 (354)
33,700 33,700 21,333 (12,367)
1,150 1,150 20,148 18,998
8,800 8,800 5,832 (2,968)
1,690,311 1,697,729 1,746,762 49,033
36,300 36,300 29,437 6,863
91,878 90,713 81,411 9,302
291,575 219,750 161,405 58,345
12,500 12,500 8,375 4,125
2,686 3,191 2,641 650
130,327 160,200 131,573 28,627
126,281 135,469 100,960 34,509
47,631 52,427 39,054 13,373
452,766 430,376 355,072 75,304
146,576 153,376 135,729 17.647
75,694 88,000 85,662 2,338
44,736 60,000 54,698 5,302
14,000 14,000 14,000 -0-
9,882 12,382 7,520 4,862
7,500 7,500 2,850 4,650
1,420,332 1,476,184 1,210,287 265,897
269,979 221,545 536,475 314,930
(732,604) (289,222) (226,487) 62,735
-0- -0- 9,795 9,795
(732,604) (289.,222) (216,692) 72,530
(462,625) (67,677) 319,783 387,460
819,375 819,375 819,375 -0-
$_ 356,750 $ 751,698 $ 1,139,158 $_ 387,460

See accompanying notes to financial statements.
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TOWNSHIP OF LEONI
BUDGETARY COMPARISON SCHEDULE -
FIRE SPECIAL REVENUE FUND
Year Ended June 30, 2005

Actual
Budget Over (under)
Original Final Actual Final Budget
REVENUES:
Taxes and special assessments $ 384,518 $§ 822,400 $ 801,815 (% 20,585)
Charges for services 2,500 8,000 11,218 3,218
Other revenues 1,750 1,750 2,058 308
Total revenues 388,768 832,150 815,091 (17,059)
EXPENDITURES:
Public safety 1,121,372 1,121,372 1,041,578 79,794
Total expenditures 1,121,372 1,121,372 1,041,578 79,794
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES (732.604) (289.222) (226.487) 62,735
OTHER FINANCING SOURCES
(USES):
Transfer from General Fund 732,604 289,222 226,487 (62,735)
Total other financing
sources (uses) 732,604 289,222 226,487 (62,735)
EXCESS OF REVENUES AND
OTHER SOURCES OVER
EXPENDITURES AND
OTHER USES -0- -0- -0- -0-
FUND BALANCES -
BEGINNING OF YEAR -0- -0- -0- -0-
FUND BALANCES -
END OF YEAR $ -0- $ -0- $ -0- $ 0

See accompanying notes to financial statements.
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TOWNSHIP OF LEONI
OTHER SUPPLEMENTAL INFORMATION
COMBINING BALANCE SHEET -
NON-MAJOR GOVERNMENTAL FUNDS
June 30, 2005

Non-Major
Special Revenue Permanent
Funds Fund Total Non-Major
Governmental
Drug Forfeiture Cemetery Funds
ASSETS:
Cash and investments $ 7,568 $ 15,876 $ 23,444
Due from other funds -0- 4,153 4,153
Total assets $ 7,568 $ 20,029 $ 27,5697
LIABILITIES AND FUND BALANCES:
Liabilities:
Accounts payable $ -0- $ 421 $ 421
Due to other funds -0- 4,215 4,215
Total liabilities -0- 4,636 4,636
Fund balances:
Reserved for:
Public Safety 7,568 -0- 7,568
Perpetual care -0- 6,00 6,009
Unreserved:
Undesignated -0- 9,384 9.384
Total fund balances 7,568 15,393 22,961
Total liabilities and
fund balances $ 7,568 $ 20,029 $ 27,5697

See accompanying notes to financial statements.
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TOWNSHIP OF LEONI
OTHER SUPPLEMENTAL INFORMATION
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCE -
NON-MAJOR GOVERNMENTAL FUNDS
June 30, 2005

Non-Major
Special Revenue Permanent
Funds Fund Total Non-Major
Governmental
Drug Forfeiture Cemetery Funds

REVENUES:

Fines and forfeitures $ 12,589 $ -0- $ 12,589

Charges for services -0- 6,00 6,000

Interest -0- 303 303

Total revenues 12,58 6.303 18,892

EXPENDITURES:

General government -0- 7,952 7,952

Public Safety 5,02 -0- 5,021

Total expenditures 5,021 7.95 12,973

EXCESS OF REVENUES

OVER (UNDER) EXPEN-

DITURES 7,568 (1,649) 5,919
FUND BALANCE -

BEGINNING OF YEAR -0- 17,042 17,042
FUND BALANCE -

END OF YEAR $ 7,568 $ 15,393 $ 22,961

See accompanying notes to financial statements.
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November 30, 2005

Township Board
Township of Leoni
Jackson County, Michigan

Board Members:

In planning and performing our audit of the financial statements of the Township of Leoni
for the year ended June 30, 2005, we considered its internal controls in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial
statements and not provide assurance on the internal control.

However, during our audit, we noted certain matters involving the internal control and
other operational matters that are presented for your consideration. This letter does not
affect our report dated November 30, 2005, on the financial statements of the Township of
Leoni. We will review the status of these comments during our next audit engagement.
Our comments and recommendations, all of which have been discussed with appropriate
members of management, are intended to improve the internal control or result in other
operating efficiencies. We will be please to discuss these comments in further detail at your
convenience, perform any additional study of these matters, or assist you in implementing
the recommendations. Our comments are summarized as follows:

Internal Control Considerations

During the audit, we noted that most journal entries entered by an employee were not
reviewed by management. We suggest that the Clerk review and authorize non-standard
journal entries.



Township Board
Township of Leoni
November 30, 2005
Page 2

Use of Drug Enforcement Money

In accordance with MCL 333.7524(1)(b) — “....The money received ...and all interest earned
on money received ...shall be used to enhance law enforcement efforts pertaining to this
article...” During the audit year we noted several items purchased with Drug Enforcement
Fund money that may not follow this law. We suggest that MCL 333 be reviewed so that
in the future the monies will be used correctly.

Accounting System

We also noted during the audit that connection fees that were financed were not set up in
the Sewer fund general ledger. We suggest that the utility billing clerk notify the
bookkeeper when a new Special Assessment is created, to help insure that they are
recorded accurately and timely.

We suggest that the Township review the Due to Other Funds, and approve repayment of
these amounts. Several of the balances have been outstanding for several years.

All allowances, such as food allowances, are generally required to be included on the
employee’s W-2 Form and are subject to payroll taxes, unless the allowances are paid under
an accountable plan. We suggest, in the future, the Township include the allowances, paid
under an unaccountable plan on the employee’s W-2 Form, unless the employee provides
the Township with qualified expense verification equal to, or exceeding the allowance.

Record Keeping of Vehicles

During the audit we examined the vehicle titles. Several vehicles were not listed on the
insurance policy. We also noted several vehicles on the insurance policy, but the title could
not be located. We suggest that the Clerk review the titles and request from the State of
Michigan any missing ones. We also suggest the titles remain in the custody of the Clerk at
all times and only released after the receipt of payment for a properly authorized sale.

Allocation of Expenditures

We suggest that the Township review the Internal Service Fund equipment allocations to
the various departments and funds to see if they are still valid. We also suggest a review of
employee cost allocations and changes made if appropriate.
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Enterprise Fund Receivables

We noted that the Sewer and Water fund receivables for usage are not reconciled with the
general ledger. We suggest that the utility billing clerk and the bookkeeper, no less than
monthly reconcile the general ledger to the respective subsidiary ledgers.

Capitalization Policy

We suggest that the Township Board adopt a formal capitalization policy for fixed assets.
The policy should include the minimum cost of assets purchased to be account for in the
equipment expenditure account. These assets will be capitalized and depreciated in the
GASB 34 financial statements.

D.D.A. Proportionality Adjustment and Surplus Capital Tax Distribution

The D.D.A. should review their current fund position and ongoing budgeted revenue and
expenditures. In addition, the D.D.A. “plan” should be reviewed, a future course of action
developed, and the plan amended if necessary. The State Tax Commission requires that
the capturing entity “shall not retain a greater percentage of school operating taxes...than
the percentage of county allocated or municipality operating taxes...that the plan captures
and uses.” We recommend that the D.D.A. consider whether or not a surplus captured
taxes distribution, a proportionality adjustment, and distribution of excess captured school
taxes be calculated and disbursed.

This report is intended solely for the information and use of the Township Board,
management, and others within the organization and is not intended to be and should not
be used by anyone other than these specified parties.

We appreciate the opportunity to serve you.

Respectfully yours,

@W\L ﬂ ‘@%) P//C'



